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Topics for Today

Quick overview of economic and banking conditions

Risks to growth
— Europe
— Potential for fiscal and monetary mistakes

Lessons learned for the markets

Lessons learned for bank directors



Characteristics of Post-Crisis Environments

Lengthy period of economic underperformance

Substantial financial sector losses

Sharp contractions in credit availability

Sovereign risk elevated



Table 1.1, Indebtedness and Leverage in Selected Advanced Economies"
(Percent of 2011 GDP except as noted)
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Size matters: Big bank assets as a percentage of GDP

Top 5 banks by asset size for selected countries :
. 2010 Neminal GDP I~
Swiss banks Assets (5B) Assets/GDP (%%) Country GDP (SB) ]5'7
UBS AG L4109 269,21 14,5 .
Cradit Sulsse Growup AG 1.105.4 210,91 L5.A. 26.6
Zurcher Kantonalbank 134.7 2570 Garmany ianv.a P8 l,\‘]
EBangue Cantonale Vaudoie 37.9 723 France 2. 562.5 o, h
Migres Bank AG 357 5.81 LLK, |
Total 2, 7146 519.85 2,250.1
Italy 2,051.8 =l
U.K. banks Assets ($B) Assets/GDP (%) | [ Canada 1,577.0 o
HSEBC Holdings Plc 2,454.7 109.09 Switzerland _ 524.1 x
Barclays Pl LLIIL.T 103.67 - TR 4 2 = E 7
Royal Bank of Scotland Group Plc 2,278.2 101.14 _L "l 'ﬁ? j
Lloyds Banking Group Plc 1.552.7 5D e : e
Lrandard Chartered Plc 16,6 3.0 r & .,._?-»_
Total 9,132.8 405.8% B caneda 0D ‘)::;b
French banks Assets (5B) Assets/GDP (%) - b -}:"3’
BMNP Paribas SA 1.680.3 104.59 i ey LT l‘:_.---"
Crddit Agricale Group £,321.9 2067 = States >
Sociétd Ghéndrale Si 1.518.5 59.26 : o
Groupe BPCE 1,4906.4 54.88 - =T
Crédit Mutuel Group O3 30,95
Total B,F10.3 340,25 L=
German banks Assets (SB) Assets/GDP (%) | | U-5- banks Assets ($B) Assets/GDP (%)
Deutsche Bank AG 35562 FF.O8 Bank of America Corp. T, 2649 1559
Commerrbank AG 10118 30.50 IFMergan Chaze & Co, L1176 14.58
Deutiche Tentral-Gen. AG 5144 15,51 Citigroup Inc. 1.913.9 1398
Landesbank Baden-Wirttemberg 5022 1594 Wells Fargo & Co. 1,258.1 B.64
Bayerische Landesbank 4244 1279 U5, Bancorp 307.8 292
Tatal 5.008.9 150,599 Total 7BE2.3 5413
Italian banks Assets (SB) Assets/GDP (%) Canadian banks Assets ($B) Assets/GDP (%)
UniCradit Sph 1,245.8 G077 Royal Bank of Canada Tiar 4%5.1%
Intesa Sanpaclo SpA BEEG 43,07 Taronte-Doeminion Bank G080 38.55
Cases deposit @ prestiti SpA 350.,0 17,06 Bank of Mova Scotia 5168 3297
Banca Monte dei Paschi di Siena SpA 277 1597 BEMO Financial Ernup L s N ] 25 862
Banco Popolare Soceth Cooperativa 181.3 &84 Canadian Imperial Bank of Comm. 345.5 21.97
Total 1.989.4 145.70 Total 12,5869 164,04

[lars at the prevailing spot rate on Dec. 3

1. 2070,




Common Equity to Total Assets - Q2 2011 (%)

54 35 35 35

w
- T T

Data Source: Milken Institute Global Macro Monitor
macromon . wordpress.com




Lessons Learned for Financial Markets

Expect the unexpected

Sovereign risks are slow to be recognized, but
sentiment can turn quickly

US may have less time than currently recognized to
address fiscal challenges

Beware of excessive leverage

Banking sectors that are too big in relation to their
economies pose serious risks to sovereigns

Central banks are not risk-free either



Key Challenges for Bank Risk Management in the
Current Environment

— Developing an awareness of how the external
environment is changing

— Understanding the current and potential impact
on all aspects of the bank.

— Acting to reduce risk when necessary
(disappointing your shareholders if necessary)



Responsibilities of Boards for Risk Governance

 Accountabllity for risk management should be a
priority for the whole institution.

e CEO owns the risk. Board has an essential oversight
role

» Board should oversee all risk processes — including:
understanding, awareness, acting.



Thank You!



